United States Bankruptcy Appellate Panel
FOR THE EIGHTH CIRCUIT

No. 00-6113 MN
Inre *
*
Matin J McAlpin *
*
Debtor. *
*
Educationd Credlit Manegement * Apped from the United States
Corporation. * Bankruptcy Court for the
* Didrict of Minnesota
Appdlart, *
V. *
*
Matin J. McAlpin, *
*
Appdlea *

Submitted: May 2, 2001
Filed: June 21, 2001

Before WILLIAM A. HILL, SCHERMER and FEDERMAN,! Bankruptcy Judges

SCHERMER, Bankruptcy Judge

! Arthur Federman, United States Bankruptcy Judge for the Western Didtrict of Missouri, Sitting
by desgnation.



Educaiond Credit Management Corporation (“ECMC”) gopeds the bankruptcy court’s order
enjoining ECM C from receiving collection cogsfrom the debtor, Martin J. McAlpin, (“Mr. McAlpin”) thet
were disdlowed in an earlier daim objection procesding. We have jurisdiction over this gpped from the
find orders of the bankruptcy court. See 28 U.S.C. 8§ 158 (b). For the reasons set forth below, we
reverse.

ISSUE

Theissue on goped is whether the bankruptcy court’s entry of an order enjoining ECMC from
collecting collection cogts from Mr. McAlpin that were disdlowed in an earlier bankruptcy court
proceading was legdly correct. We condude that the bankruptcy court should not have entered the
injunction because itsorder was premised on an erlier bankruptcy court order and the earlier order could
not concavably have affected the bankruptcy edtate.

BACKGROUND

Mr. McAlpinfiled his Chapter 13 Petition on November 17, 1993. At thet time, he owed Student
loans which wereeventudly tranderred to ECMC. ECMCfiled itsproof of daim after thedamsber dete
intheamount of $19,977.43 which induded principal of $1.3,340.65, interest of $1,612.80 and collection
cost of $5,023.98. Mr. McAlpin did not object to ECMC's latefiled proof of daim. Likewise, Mr.
McAlpin's plan did not provide for payment of ECMC'sdam. Mr. McAlpin completed his five year
Chepter 13 plan payments and was granted a discharge by the Bankruptcy Court on January 27, 1999.

Shortly after Mr. McAlpin' sdischargewasentered hefiled an objectionto ECMC sproof of daim
dleging that the callection cogts were not “the actud codts incurred by damant to secure payment or
informationfrom Debtor, prior to his Chapter 13 filing, nor the average cogtsincurred for Smilar atempts
to secure payments or information from other borrowers’ (the “ Objection to Clam Proceeding’). The
Objection to Clam Procesding was limited to only the collection cost component and did not digpute the
principd andinterest due. ECMC premisaditscollection cost entitlement on 34 C.F.R. §674.45 (€) which
permits collection cogts on sudent loans provided they are reasonable and dther the actud cost incurred
or the average cogt incurred for Smilar actionstaken to collect loansin Smilar gages of ddinquency. On
March 2, 1999, the Bankruptcy Court held a hearing on Mr. McAlpin's objection to ECMC's dam.
ECMC, dthough provided natice of the hearing, did not atend the hearing. Mr. McAlpin argued to the
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Court thet his objection should be sustained because ECMC “falled to provide any documentation for its
dleged collection cogs” ECMC chose not to attend the hearing because: 1) Mr. McAlpin hed fully
performed his obligations under the Chapter 13 plan; 2) the plan did not provide for treetment of the
ECMC dam; and 3) a discharge Order had been entered. On March 4, 1999, the Bankruptcy Court
issued its Order dlowing ECMC' sdaimfor principa and pre-petitioninterest intheamount of $14,953.45
($13,340.65 principd and $1,612.80 interest).

The bankruptcy case was dosed on July 21, 1999. Thereefter, the parties corresponded with
respect to repayment of Mr. McAlpin's sudent loan, which resuited in ECMC taking the pogtion thet
didlowing the collection cost component of its dam did not result in a discharge of such cogts. On
November 24, 1999, Mr. McAlpin reopened his bankruptcy case and filed an adversary proceeding
seeking injunctive rdief barring ECMC from collecting the disallowed collection cogts (the “Adversary
Proceeding”). The Bankruptcy Court conducted atrid on August 7, 2000, and theresfter issued its Order
holding that Mr. McAlpin's complant was a core proceeding which authorized the court to enter afind
Order and that its Order of March 4, 1999, “condusvey determined the amount of the student loan
obligation.” Accordingly, the Court issued its Order enjoining ECMC from taking any actionto collect the
$5,023.98 portion of ECMC'sdaim. ECMC gpped s this Order.

STANDARD OF REVIEW

This Court reviews de novo the bankruptcy court’slegd condusions, and reviewsfor dear error
its findings of fact. Fed. R. Bankr. P. 8013. Schroeder v. Rouse (In re Redding), 247 B.R. 474, 477
(B.A.P. 8th Cir. 2000); Matin v. Cox (InreMatin), 140 F.3d 806, 807 (8th Cir. 1998); Gourley v.
Usary (Inre Usary), 123 F.3d 1089, 1093 (8th Cir. 1997). Before determining the merits of an gpped,
an gppdlate court mudt firg determine whether the bankruptcy court had subject matter jurisdiction. See
Soedidty Mills Inc. v. CitizensSateBank, 51 F.3d 770, 773 (5th Cir. 1995). A determination of whether
the bankruptcy court hed jurisdiction to heer acaseisalegd question to be reviewed de novo.




DISCUSS ON

Cdotex Standard

The United States Supreme Court hdd in CeotexCorp. V. Edwards, 514 U.S. 300, 115 S.Ct.
1493 (1995), thet it isfor the court of first indance to determine the vdidity of the law. The court’ sorders
should be respected until its decisons are reversed. 1d. a 313. The parties should chalenge the
bankruptcy court’ s condusions inthet court if they aredissstisfied withthecondusons. Id. If the parties
are dill not content with the ultimate condusion of the court of firgt ingtance, they can gpped to ahigher
court. Id. By collaerdly attacking the find determination of a court, a party serioudy undermines the
“orderly process of thelaw.” 1d.

We do not address whether the bankruptcy court ruled properly on the meritsin the Objectionto
ClamProceeding. SeeCdotex, 514 U.S. 300 a 313. It isagppropriate only for this Court to determine
whether the bankruptcy court hed jurisdiction to enter the order in the Objection to Clam Proceeding.

Juridiction of the March 4, 1999, Order

The order in the Objection to Clam Proceeding sarved asthe underpinning for the court’ sholding
inthe Adversary Proceeding. If the bankruptcy court did not have jurisdiction for itsentry of the order in
the Oljection to Claim Proceeding, then there was no basi s upon which the bankruptcy court could enjoin
ECMC from procuring the collection codtsin the Adversary Procesding.

Although digrict courts have both origind and exdusive juridiction over dl Bankruptcy Code
cases, they have origind, but not exdusive jurisdiction over avil procesdings “aisng under title 11 or
aigng in or rdated to cases under title 11.” 11 U.S.C. 8§ 1334; 1 Cdllier on Bankruptcy 1 3.01[1][c],
n.23a(15th ed.). Didrict courtsmay cause dl cases and proceedings to be referred to the bankruptcy
judgesfor thair respective didtricts. 28 U.S.C. 8 157(a).

For a bankruptcy court to have federd subject matter jurisdiction, a proceeding must meet the
minimum requirement of “reating to” a case under 28 U.S.C. § 1334. A bankruptcy court’s related to
juridiction isextremdy broad. Seelnre NWEX, Inc., 881 F.2d 530, 533 (8th Cir. 1989). The court
in Pacor_Inc. v. Higains, 743 F.2d 984 (3rd Cir. 1984), devised a test for determining “related to”
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jurigdiction. The court Sated that for abankruptcy court to assart “rdaed to” jurisdictionin aprocesding,
the outcome of the proceeding must be able to dter the debtor’ s rights lighilities, options; or freedom of
action and concavably have an effect on the handling of the estate being administered in bankruptcy. 1d.
a 994. The bankruptcy court’'s “rdated to” juridiction is not without limits. 1d. The United States
Supreme Court and the United States Court of Appedlsfor the Eighth Circuit cited the court’ sandydsin
Pacor with goprova. See Cdotex, 514 U.S. a 308 and n. 6; Dogpaich Properties, Inc. v. Dogpatch
U.SA.. Inc. (Inre Dogpatch U.SA., Inc.), 810 F.2d 782, 786 (8th Cir. 1987).

The McAlpin bankruptcy court did not havejurisdiction pursuant to 28 U.S.C. § 1334 to enter the
order determining the amount of the dlowed daim. Asnoted, the casewasfiled on November 17, 1993,
Absant a contrary order, the first payment came due on or before December 17, 1993. 11 U.SC. §
1326(8)(1). The plan could nat provide for payments over a period longer then five years and could not
be modified to extend that period. 11 U.S.C. 88 1322(d) and 1329(c). The objection to daim wasfiled
after thefive-year period had dgosad, and after completion of aplan paying nothingto ECMC. Therefore,
dthough the outcome of the Objection to Clam Procesding may have afected Mr. McAlpin'sligailities
regarding the collection codts, it did not impact upon the handling or adminigtration of his bankruptcy case.
Mr. McAlpin had dreedy been granted adischarge. Hisbankruptcy estate no longer existed. 11 U.SC.
881327 (e) and 1328 (a)(2); see d o Specidty Mills, 51 F.3d a 774 (recognizing that some convergence
between a third-party dispute and the debtor’ s affairs was not sufficient to prove thet the court should
exadse “rdated to” jurisdiction when the third-party dispute affected neither the didribution of edtate
assets nor the bankruptcy esatein generd); Inre Fetz, 852 F.2d 455 (9th Cir. 1988) (adopting thePacor
test and finding thet even though the debtor’s former wifeé s crossdaim may have involved community
property, the court could not exercise “reated” jurisdiction because the chapter 13 plan had been
confirmed and the cross-damwould not necessarily affect thebankruptcy case); Compare Dogpatch, 810
F.2d a 786 (8th Cir. 1987) (finding that a counterdam and athird-party complaint filed by amortgegee
agang the purchaser of adebtor’ smortgaged property were* rdated to” the bankruptcy case becausethe
outocome of aproceeding to fored osewould have an effect onthe estate. |f the purchaser should become
unable to pay the mortgagees, the debtor’ s estate would be respongble for payment).




CONCLUSION

Sncethe March 4, 1999, order could not concaivably have affected the estate, or met the Pacor
test, this Court believes that the underpinnings of the order for injunctive rdief cannot sand. For the
foregoing reasons, the judgment of the bankruptcy court is reversed.
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